Abstract. After opening financial market for foreign institutions, commercial banks in China have been encountered foreign and domestic competition seriously. The results of this study are that bank assets have a significantly negative relationship with total risk and bank-specific risk, whereas nondirector shareholdings and non-performing loans has a significantly positive relation with total risk and bank-specific risk. Secondly, growth rate of GDP has positive relation with systematic risk. Other factors have no significant relation with bank risks.
Introduction
Bank privatization is a complex process of financial liberalization [1] , which increases banks efficiency, and also allows banks to expand risk-taking activities [2] . In 2001, China was allowed to join in WTO with the conditional terms of opening domestic financial markets commencing form 2006. During the period of 2001-2006, country-owned banks were partially privatized and listed in Shanghai and Shenzhen Stock Exchange and Hong Kong Stock Exchange. According to the Management Regulation of Foreign Banks announced in 2006, foreign financial institutions including foreign branches, join-ventured banks, and subsidiaries are allowed to enter into domestic markets, which have benefit for Chinese financial institutions to improve financial innovations and upgrade banking management skills, especially risks management. Conversely, Chinese financial institutions have been encountered serious competition. Competition is one of external factors affecting banks to take risks. Bank management will search for more risk as charter value of bank diminishes in the competitive conditions [3] . Then, an increase in bank competition will lead to a decrease in charter value of bank.
Review of Literature
Charter value of banks is the future profits resulted from regulatory restrictions on entry, branching, and competition [4] . Saunders and Wilson support that relationship between bank risk and charter value is positive [5] . Haq and Heaney find that charter value has a significantly negative relationship with credit risk but a positive relationship with total risk [6] . Financial liberalization and increasing competition will diminish charter value [3] .
Assets size of bank may affect undertaking of bank risks [6] . Several studies have the opposite evidence that there is a significantly negative relationship [7, 8] due to the skills of risk management, opportunities of risk diversification, and competence of risk diversification owned by large-scaled banks [9] .
Trading frequency reflects the information related to assets, liabilities, and off-balance sheet activities of banks on the speed of stock prices [10] . Trading frequency is measured by the ratio of daily trading volume to number of outstanding common stocks [8] . Anderson and Fraser find that banks having high trading frequency have ability to undertake the higher level of bank risks [8] .
Performance of banks in the developing countries after privatization and have empirical findings that privatized banks controlled by local conglomerates tend to search for credit risk and interest risk [1] . Due to the policy of financial liberalization, private investors are allowed to purchase stakes of commercial banks and also become as an important parts of bank capitals. However, private investors tend to be risky reference, and prop bank management to undertake more risky activities in order to make maximum benefits for stockholders.
Institutional investors provide the secondary function to supervise banks and expect the risk taken by banks to be complied with maximum benefits of stockholders [11] . Commercial banks accept foreign banks as banks directors and/or supervisors in order to share experience of bank management from foreign banks. The bank with directors and supervisors acted by foreign banks less tend to search for undertaking of bank risks.
Data and Methodology
The data were collected from the websites of commercial banks in China listed in Shanghai Stock Exchange for the analysis based on the criteria of a balance panel data approach. Semiannual data from January 2008 to June 2012 were used and yielded a total of 108 observations. The study selects 12 banks from 14 listed commercial banks except of China Everbright Bank and Agricultural bank of China due to their listed year of 2010.
This study takes reference to the empirical regression model used by Anderson and Fraser [8] β is constant item. it ε is error term. The dependent variables of this study were total risk, bank-specific risk, and systematic risk. This study use proxy of standard deviation of returns of bank stocks as index of total risk. Based on single-factor CAPM, this study uses proxy of standard deviation of errors as bank-specific risk. Then, systematic risk is total risk subtracted by bank-specific risk [12] . The independent variables included total assets, charter value, foreign shareholdings, non-directors holdings, trading frequency, non-performing loans. A control variable is growth rate of GDP and a dummy variable is the list in Hong Kong Stock Exchange. If listed in Hong Kong Stock Exchange, the dummy variable of bank is 1, otherwise dummy variable is 0. Table 3 , this study selects random effect model. The table 4 presents the empirical results of the OSL regression analysis for three models. The degree of fitness of regression model 1, model 2, and model 3 can be explained by the adjusted R² of 0.582578, 0.529279, and 0.309910, respectively. Model 1 and model 2 have the better explanatory power for total risk and bank-specific risk, whereas model 3 has low level of explanatory power for systematic risk. Durbin-Watson values of three models are 1.966310, 1.965774, and 1.951711, respectively, which is no existence of autocorrelation.
Empirical results
Through statistically empirical analysis, bank assets have a significantly negative relationship with total risk and bank-specific risk. Secondly, non-director shareholdings have a significantly positive relationship with total risk and bank-specific risk. Thirdly, the growth rate of GDP has a significantly positive relationship with systematic risk. Fourthly, others factors including charter value, foreign shareholding, trading frequency are not significantly related with bank risks. Finally, The thing of listed or not in Hong Kong Stock Exchange has not related to bank risks. Note: *p＜0.10；**p＜0.05；***p＜0.01
Conclusions
The empirical results of this study are that bank assets have a significantly negative relationship with total risk and bank-specific risk, whereas non-director shareholdings and non-performing loans has a significantly positive relation with total risk and bank-specific risk. Secondly, growth rate of GDP has positive relation with systematic risk.
According to the empirical results and advanced analysis, some suggestions are presented by the study for commercial banks in China. Firstly, bank assets have negative effect on total risk and bank-specific risk, which imply large-sized commercial banks have cushioned for bank risks. Secondly, non-directors shareholding have voting right to affect the main decisions of banks. It is essential for bank management should fully disclose information as a key medium to communication with mass common stockholders. Thirdly, commercial banks suffer losses of nonperforming loans, which may lead to deterioration of the health of commercial banks. Therefore, commercial banks should have well-established risk systems to manage and monitor bank risks.
